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After being hospitalized for severe chest pains during an overseas
busi ness trip, Patrick Shea nade several visits to his long-tine famly
doctor. During these visits, M. Shea discussed his extensive famly
hi story of heart disease, and indicated he was suffering from chest pains,
shortness of breath, nuscle tingling, and dizziness. Despite all the
warni ng signs, M. Shea's doctor said a referral to a cardiol ogi st was
unnecessary. Wen M. Shea's synptons did not inprove, he offered to pay
for the cardiologist himself. At that point, M. Shea's doctor persuaded
M. Shea, who



was then forty years old, that he was too young and did not have enough
synptons to justify a visit to a cardiologist. A few nonths later, M.
Shea died of heart failure.

M. Shea had been an enpl oyee of Seagate Technol ogi es, Inc. (Seagate)
for many years. Seagate provided health care benefits to its enpl oyees by
contracting with a health mai ntenance organi zation (HMD known as Medi ca.
As part of its nanaged care product, Medica required Seagate's enpl oyees
to select one of Medica's authorized primary care doctors. M. Shea chose
his fam|ly doctor, who was on Medica's |ist of preferred doctors. Under
the terns of Medica's policy, M. Shea was insured for all of his nedically
necessary care, including cardiac care. Before M. Shea could see a
specialist, however, Medica required M. Shea to get a witten referral
fromhis primary care doctor. Unknown to M. Shea, Medica's contracts with
its preferred doctors created financial incentives that were designed to
mnimze referrals. Specifically, the primary care doctors were rewarded
for not making covered referrals to specialists, and were docked a portion
of their fees if they nade too many. According to M. Shea's w dow D anne,
i f her husband woul d have known his doctor could earn a bonus for treating
| ess, he would have disregarded his doctor's advice, sought a
cardiologist's opinion at his own expense, and would still be alive today.

Initially, Ms. Shea brought a wongful death action in M nnesota
state court. Ms. Shea alleged Medica's fraudul ent nondi scl osure and
m srepresentation about its doctor incentive prograns linmted M. Shea's
ability to make an infornmed choice about his life-saving health care.
Medi ca renpved the case to federal court, contending Ms. Shea's tort
clains were preenpted by the Enployee Retirenent |nconme Security Act
(ERISA), 29 U.S.C. § 1144 (1994). Ms. Shea filed a notion to renmand, but
the district court denied the notion. Ms. Shea then anended her conpl ai nt
to assert Medica's behind-the-scenes efforts to reduce



covered referrals violated Medica's fiduciary duties under ERI SA. See id.
88 1002(21), 1104(a)(1). Bel i eving ERI SA does not require an HMO to
disclose its doctor conpensation arrangenents because they are not

"material facts affecting a beneficiary's interests,” the district court
dismssed Ms. Shea's anended conplaint for failing to state a claim See
Fed. R Gv. P. 12(b)(6). Ms. Shea appeals. Having construed the pl eaded
facts in the light nost favorable to Ms. Shea, we reverse the judgnent of
the district court. See Al exander v. Peffer, 993 F.2d 1348, 1349 (8th Cr.

1993).

Because our renpval jurisdiction is intertwined with the district
court's preenption ruling, we nust first consider whether ERI SA displ aces
Ms. Shea's tort clains against Medica. See Schroeder v. Phillips
Petroleum Co., 970 F.2d 419, 420 (8th Cir. 1992) (per curianm. ERI SA
supersedes state laws insofar as they "relate to any enployee benefit
pl an. " 29 U.S.C. § 1144(a). To this end, the |anguage of ERISA s
preenption cl ause sweeps broadly, enbracing common | aw causes of action if

t hey have a connection with or a reference to an ERISA plan. See Pilot
Life Ins. Co. v. Dedeaux, 481 U S. 41, 47-48 (1987). Here, Medica
adm ni stered Seagate's enployee benefit plan, and Ms. Shea nmintains

Medica wongfully failed to disclose a major linitation on her husband's
health care benefits. Along these lines, we have held that clains of
nm sconduct against the administrator of an enployer's health plan fall
confortably within ERISA's broad preenption provision. See Kuhl v. Lincoln
Nat'l Health Plan of Kansas City, lnc., 999 F.2d 298, 301-04 (8th Cir.
1993); see also Howe v. Varity Corp., 36 F.3d 746, 752-53 (8th Cr. 1994)
(ERI SA preenpts state fraudul ent nisrepresentation clains), aff'd, 116 S.
Ct. 1065 (1996).

After considering the factors that guide our inquiry, see Arkansas
Blue G oss & Blue Shield v. St. Mary's Hosp.. Inc., 947 F.2d 1341, 1344-45
(8th Cir. 1991), we conclude the district court correctly decided that

ERI SA preenpts Ms. Shea's state-|aw cl ai ns.



The outconme of Ms. Shea's lawsuit would clearly affect how Seagate's
ERI SA-regul ated benefit plan is admnistered, and if simlar cases are
brought in state courts across the country, ERI SA plan adninistrators wll
inevitably be forced to tailor their plan disclosures to neet each state's
uni que requirenents. This result would be at odds with Congress's intent
to ensure "the nationally uniform admnistration of enployee benefit
pl ans." New York State Conference of Blue Cross & Blue Shield Plans v.
Travelers Ins. Co., 115 S. C. 1671, 1677-78 (1995). Thus, we agree with
the district court that Ms. Shea's case was renovable to federal court.
See Metropolitan Life Ins. GCo. v. Taylor, 481 U S. 58, 63-64, 66-67 (1987)
(ERI SA preenption supports renoval ); Anderson v. Humana, Inc., 24 F.3d 889,
891 (7th Cr. 1994) (plan participant's attacks on HMJ s incentive
structure were both preenpted and renovable); Rodriguez v. Pacificare of
Texas, Inc., 980 F.2d 1014, 1016-17 (5th Cr. 1993) (state-law clains based
on HMO s refusal to provide referral letter were properly preenpted and

renoved) .

Havi ng decided Ms. Shea's case belongs in federal court, we turn to
Medica's contention that Ms. Shea |acks standing to pursue an ERI SA
remedy. ERISA authorizes current plan participants to assert a claimfor
breach of fiduciary duty. See Adanson v. Arnto, Inc., 44 F.3d 650, 654
(8th Cr.), cert. denied, 116 S. C. 85 (1995). According to Medica, M.
Shea was no |onger a Seagate plan participant after he died. See 29 U S C
8§ 1002(7). Contrary to Medica's view, we have held that if the fiduciary's
al |l eged ERI SA viol ation caused the forner enployee to | ose plan partici pant

status, the forner enployee will nonethel ess have standing to chall enge the
fiduciary violation. See Adanson, 44 F.3d at 654-55; see al so Swi nney V.
Ceneral Mdtors Corp., 46 F.3d 512, 518-19 (6th Gr. 1995); Vartanian v.
Monsanto Co., 14 F.3d 697, 702 (1st Cir. 1994). Ms. Shea contends that,
but for Medica's failure to disclose M. Shea's doctor's financial stake

i n discouraging covered referrals to specialists, her husband would stil
be alive and a current plan participant. Stated another way, M. Shea did



not voluntarily relinquish his rights in the Seagate plan. See Adanson,

44 F. 3d at 655. W are persuaded that Ms. Shea, as the representative of
M. Shea's estate, has standing to assert her husband's ERI SA clains. Any
other result would reward Medica for giving its preferred doctors an
incentive to nake nore noney by delivering cheaper care to the detrinent
of patients |ike M. Shea, and "ERI SA should not be construed to permt the
fiduciary to circunvent [its] ERI SA-inposed fiduciary duty in this manner."
Swi nney, 46 F.3d at 518-19; see also Varity Corp. v. Howe, 116 S. C. 1065,
1068 (1996) (fornmer plan participants tricked by a breach of a fiduciary

duty have standing to sue).

Wth the jurisdictional challenges out of the way, we next consider
whet her Medica had a duty to disclose its referral-di scouragi ng approach
to health care. ERI SA requires plan fiduciaries to "discharge [their]
duties with respect to a plan solely in the interest of the participants
and beneficiaries.” 29 U S C & 1104(a)(1). In addition to ERISA' s
express disclosure requirenents, see 29 U S.C. 88 1021-1031, " Congress
invoked the comon law of trusts to define the general scope of [a
fiduciary's] . . . responsibility.'"™ Varity Corp., 116 S. C. at 1070
(quoting H R Rep. No. 93-533, at 3-5, 11-13 (1973)). In affirmng our
decision in Varity Corp., the Supreme Court concluded that ERI SA
fiduciaries nmust conply with the common | aw duty of |oyalty, which includes

the obligation to deal fairly and honestly with all plan nenbers. See id.
at 1074-75. A though the Suprene Court found it unnecessary to reach the
i ssue, our earlier opinion made clear that the duty of loyalty requires an
ERI SA fiduciary to comunicate any material facts which could adversely
affect a plan nenber's interests. See Varity Corp., 36 F.3d at 754. "The
duty to disclose naterial information is the core of a fiduciary's

responsibility, animating the conmmon law of trusts long before the
enactnment of ERISA " Eddy v. Colonial Life Ins. Co. of Am, 919 F.2d 747,
750 (D.C. Cir. 1990).




Al t hough the district court acknow edged Medica's duty of loyalty,
the court felt the conpensation arrangenents between Medica and its doctors
were not material facts requiring disclosure. W di sagr ee. From t he
patient's point of view, a financial incentive schenme put in place to
i nfluence a treating doctor's referral practices when the patient needs
specialized care is certainly a material piece of information. This kind
of patient necessarily relies on the doctor's advice about treatnent
options, and the patient nust know whether the advice is influenced by
sel f-serving financial considerations created by the health insurance
provider. The district court believed Seagate's enpl oyees al ready realized
their doctors' pocketbooks woul d be adversely affected by naking referrals
to outside specialists. Even if the district court is right, Seagate's
enpl oyees still would not have known their doctors were penalized for
nmaki ng too many referrals and could earn a bonus by ski nping on specialized
care. Thus, we conclude M. Shea had the right to know Medi ca was offering
financial incentives that could have colored his doctor's nedical judgnment

about the urgency for a cardiac referral. Health care decisions involve
matters of life and death, and an ERI SA fiduciary has a duty to speak out
if it "knows that silence mght be harnful."” Bixler v. Central Penn.
Teansters Health & Wlfare Fund, 12 F.3d 1292, 1300 (3d G r. 1993); see
Restaterment (Second) OF Trusts 8§ 173 cnt. d (1959). Indeed, in this case
the danger to the plan participant's well being was created by the
fiduciary itself. |If M. Shea had been aware of his doctor's financial

stakes, he could have nmade a fully inforned decision about whether to trust
his doctor's recomendation that a cardiologist's exam nation was
unnecessary.

In sum we believe Ms. Shea has stated a cl ai magai nst Medica for
breaching the fiduciary obligation to disclose all the material facts
affecting her husband's health care interests. Wen an HMO s financi al
incentives discourage a treating doctor from providing essential health
care referrals for conditions covered under the



pl an benefit structure, the incentives nust be disclosed and the failure
to do so is a breach of ERISA's fiduciary duties. W thus reverse the
district court's order dismssing Ms. Shea's anended conplaint for failure
to state a claimon which relief can be granted and renand the case to the
district court for further proceedings. W decline Medica's invitation to
consi der several renedy-related issues that were not addressed in the
district court's ruling.
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